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Summuary

Prospects for Accelerated
Soviet Defense Effort

Over the past foew months, Soviet ofTichitls, in both public and private
stutements, have aticopted o conununicate (o the US Government
Moscow’s concern over a US military buildup and Soviet determination to
respond w0 an expanding American defense cffort. Recentdy, N, P,
f.ebedinskiy, o deputy chairman of the Sovict State Planning Committee
(Gosplan). told C_ jlhnl the Sovicts are making
cleventh-liour enanges 1o their 1Y81-3) ccanomic plan 1o accommodate
“large increases™ in defense activities. He said that these changes have
taken place since February 1981, have required important cevisions in plan
tirgets, and arc dirccted against planncd increases in the US defense
budget

Any increase in the Soviet resuurce commitment to defense would occur
within the context of an already large and growing defense effort. Over the
past 135 years, Sovict defense expenditures have grown at a real average an-
nual ratc of about 4 percent. This growth has reflected increasing resource
commitments to all of thc military scrvices and missions. On the basts of
currcnt military activity, we expect Sovict defense spending to continue
growing through 1983 at about this same rate.

If the Sovicts arc adjusting their forthcoming five-vear plan to accommo-
date “*large increases™ in defense activities, they could in the ncar term
increasc the production of sclecied military systems already in or about o
cnter production: in the extreme, they could resort to industrial mobiliza-
tion. Over the tonger term, the Sovicts could increase investment in defeasce
industrics to saugment their capacity to produce military systems ir: the
mid-to-lute 1980s and udd new development programs to those alrcady
planned

We belicve that adjustments to accommodate lirge increcascs in Sovict
dclense activities would be directed primarily against a perceived acceler-
ating arms compectition with the West. Since March the Soviets have
apparcatly become tess hopefui about the prospects of achicving arms
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contro! ugreements with the United States and., therefore, more cenvinced
of the need to prepare for the possible failure 1o reach new aems accords
and to consider how to preserve Moscow’s own military-strategic position.
\With this perspective, the Soviets would prabably pursuc a combination of
neur-term preduction inercascs for sclected systems and longer term
incrcascs in investment and developmental activity to hedge against what
in their view is an increasingly uncertain stritegic cavironment.

17 the Sovicts pursued these options. defeasc spending would probubly grow
at higher rates in the mid-to-late 1980s and beyvond. In the neuar term,
investnmicat in some civilian scctors would suifer. Cutbacks would occur
mostly in such arcas as consumer durables, services, housing, and machin-
cry and cquipment for the food und soft goods industirics. Such cuts would
worsen alrcady poor prospects for improving labor productivity over the
next five years and could tnceease worker discontent, Despite these
conscqucences, we belicve the Sovict leadership would be inclined to
continuc the curient mix of cosmctic conccessions, short-terr fixes. and
patriotic appcals and, if nccessary. adopt repressive mcasurcs Lo cnsure
both continucd growth of the defense cffort and domestic control.

We arc confident we would detect large increasces in Soviel weapons
development and production programs well before the resulting weapon
systems became onerational with Sovict (orces E’




Political Context

Prospects For Accelerated
Soviet Defense Effort

A deputy chairmitn of the State Plunning Committee (Gosplan), N. P.
Lcbedinskiy. told f . ,3 that the Soviets
are making cleventh-nour chianges 1o their 1981-83 cconamic plan to
accommodate “large increases™ in defense activities. According to Lebe-
dinskiy. this change in allocations Mavoring the military has taken place
since February, has required important revisions in plan targets, and is
intended to counteract planned increases in the US defense budget.

By virtuc of his positions-as a deputy chairman of Gosplan, u member of its
collegium, and chicf of its main computer center,' Lebedinskiy probably
would have access to aggregate defense spending data and thercfore be
knowlcdgeablc about the impact of increased defense activities oa various
cconomic sectors. He did not describe the scope and magnitude of the
increascs, but it was cvident to Lebedinskiy's interlocutos

2 that the increases he alleged the Soviets 10 be making
were substantial.

Over the past few months, Sovict offictals, in public and private statements,
have attempted 10 communicate to the US Government both Moscow's
coneern over @ US military buildup and Sovict determination 1o keep pace
with an expanding Amecrican defense cffort. In addition, Soviet commenta-
tors have alleged that prospective increases in defense spending indicate
that the United States has ecmbarked on a policy course aimed at upsctting
the existing strategic balance and at achicving military superiority, which,
they stress, the USSR will not allow. In this connection, President
Brezhnev emphasized in mid-June that the Sovict Icadership “cannot shut
its cycs to all this and cannot but draw appropriatc conclusions for itscif.”
He warned that “*the Sovict Usion will find a way to rcact rapidly and cf-
fectively to any challenge. We must do so.™ Also in Junc, Defense Minister
Ustinov asscrted that the USSR would not permit anyone (o upsct the
cstablished cquilibrium of strategic-military forces in the world. He vowed
that the USSR would give an “cffective response™ to any and all challenges
in the urms race. -

Thus, Lebedinskiy's words may have been intended to serve as a purposcful’
message to the US administration of Sovict resolve to compete. i

' Lebedinskiy also claimed that he had recently been appointed deputy director of Gosplan
for all cconomic planning. We have not been able to conflirm thi:
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Alternatives

neceasary, in an escalated arms race and as oo additional-prossuge wactic 0
prad Washington into resuming arms control Gulks.

Bevond these political aspects, Lebedinskiv's remarks may also have
reflected some of the realities of the Sovicet defense budget process ind the
dircction of the internal debate aver military requircments and ccongnue
pelicy during the 1981-83 perioc¢ ‘

The shifts in resource allocation that his remarks imply are coasistent with
our undcrstanding of the peeparation of the Hth Five-Yeur Plan, which
appears 1o have been particutarly troublesome for Sovict planners. Plan-
ning difficultics were reflected in the plan's draft guidclines, which were
published in December 1980 and approved at the 26th Pacty Congress in
March 1981, Thesc guidelines contained only hatf as much statistical dat
as the two previous plan directives. The omissions were especiaily pron-
ounced in thosc activitics most important but troublcsonie to the teader-
ship—<cncrgy, machine building, inctallurgy. agriculture, transporiation,
and consumer goods. Although the abscnce of concreic figures tor key
gouls and conveational catcgorics ts consistent with the trend since the
mid-1970s 0 reduce the volunse of published data, it probably also
reflected delay, uncertainty, and possibly conflict in decisionmaking

Thus. the draft guidclines suggested that the 7T Hh Five-Year Plaa cc-
mained substantially upwritten bevond 1981 and that difficalt peoblems ol
choice, priority, and policy had not been resotved by the leadenship in
several ervical areas. Nevertheless, Levedinskiy s renuarks iephy that, as of
Febeuary 1981, the Sovicts had made some prefiminary decnsions on
defense funding that subscquent military lobbys ing disrupted

I Laege incrcases in Sovict defense acuvities arc causing adjustiments o the
Pith Five-Yceur Plan, as Lebedinskiy sillcges, two alicrantive interpreta:
tions stee possibie:

« Beeausce of n;:)or cconumic prospects for the V980N, the plae aniviadly
might have called for cuts in the grovih of resources aflocaied 1w delense.
[n this cusc. Lebedinskiv's remarks could mdicate that these cuts were
subscquently restored 1o the military budpet. retornimg growth in defense
activitics 10 historical fevels.

o The military might hive been successiul 10 preasing TOr Iereises in
Sovict defense activities that would Le sigmificantdy above the istonical
growth level
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There are a munber of fuctors that weigh dgainst the Lirst alteraative. In
the first place. although the guidelines for the it Five-Year Plan
contained fewer statistical dati, they did reflect a contincing Soviet
commitment to defense. The guidelines pliced the greatest eniphiasis oi the
development of heavy industry and ugriculture, with the bighest growth
targeted for those britnches of heavy industey most closely tied o the
wmilitary. Morcover, these turgets indicated that there wis room in the plin
for continucd growth of delense speading at historical rates. Although the
dealt directives contained much rhetoric on the nced to boost living
standards, unrcalistic goals in consumer-related arcas suggested thut few
nair-tenn gains in consumption would be likely. Whatever anxicty the
leadership may have felt about the worseaing plight of consumers wias not
cnough to cause u significant reallocation of resourccs in their fuvor

’
Norcover. the preparation period (or the 1 ith Five-Year Plaa coincided
with i number of events that would have crcited strong pressures sigainst
reducing growth in defense expenditures, and indced probably gave added
weight to mititury arguments for additional resources:

After mid-1979. as the pace of work on plan preparation was increasing,
Sovict hopes for SALT I rutification diminished and the Soviet view of
the likely strategic environment in the 1980s probably became more
threatening. During this period, Moscow also becamc increasingly
concerncd about the prospects for deploymeats of long-range theater
nuclear forces (LRTNF) in Western Europe and about the improving US
relationship with China.

The invasion of Afghanistia in December 1979, which the Sovicts viewed
initially as a “limited™ and “temporary™ opcration, l:as involved a major
commitment of Soviet political and military prestig : 10 a situation that
has no short-termy solution. {ndcced. all indicators point toward a Sovict
mulitary prescnce there for the foreseeable futurc, a presence which will
be a continuing impedimeznt to improved Cast-Woest relations.

The political and cconomic deterioration of Poland during 1980 proved
particularly troublesome for the Sovicts. It threatened Warsaw Pact
cffectivencss and causcd ncw tensions in East-Woest rclations.

Exaccrbating thesce factors have been the announced military policics and
increased defensce spending goals of the new US admintstration. In
proposing to double defensc appropriations by 1986, the administration has
indicated its intent to carry out a broad-based military buildup directed
primarily against the Soviet Union.




Defense Program
Trends

L

Any initizl hopes the Soviets may have had in Fcbruary for a specdy
resumption of 1 SALT dialoguc with the new US administration fve way
in fate March to increasingly strident attacks on the policies and intentions
of the US Government. Sovict teaders appear (o have become increasingly
pessimistic about the prospects for arms control and improved US-Sovict
rclations, at least in the ncar term. In addition, Soviet officiuls have
appareatly come to question whether substantial results would be wchieved
from ncw arms limitation talks with the United States. Declining confi-
dence in the SALT process to constrain US strategic programs probibiy
has contributed to a Sovict belief that the USSR must consider how to pro-
tect and preserve its own military-steategic position.

This perception of a detcriorating international climate coupled with
heightened distrust of US mgqtives and strategic designs has almost
certainly gencrated pressures within the Politburo to adjust its own policics
and nlans accordingly. It is in this conncction, according to Lebedinskiy,
that the military has been successful in gaining additional resources.

The Sovicts alrcady have a large and growing defense effort. Over the past
15 years, Soviet defense spending has increased in real terms ot an average
annual rate of about 4 percent, and in 1980 it accounted (or some 12 1o 14
pereent of GNP As the table shows, the result has been un impressive ar-
ray of major weapons procurced by the Sovict military over the past decade.

On the basis of current military activity—the number of wcapon systems in
production, wecapons development programs, and trends in capital expan-
sion in the defensc industriecs—we expect that Sovict defensc spending will
continuc to grow at about the long-tern rate through at least 1983, We cs-
timate that over 100 ncw or improved military systems are stated to cmerge
from dcvclopment and cntcr production during the 1981-85 period. and
that about the same number of older programs will be phased out of
production

* The estimates of Sovict defense spending and oiher cconomic aggregates and gruwth rutes
preseated in this paper are made in terms of 1970 prices. Because of the peculiaritics -\-( the
pricing system that the Sovicts usc, we know that their prices reflcct real resource costs onty
in the ycars immediatcly following a major price referm. The tast such rcform began in
1966-67 and, beccause we belicve it was fully implemented by 1970, CLA uscs 1970 Sovict
peices in all its analyses. (€ a more recent price base were used, the level of ¢stimated cx-
penditurcs would be higher, reflccting growth in the price levels of miilitary goods and
services. We arc uncertain, hovever, of the impact of altcraative price bascs on the share of
GNP going (o dcfensc. This impuct would be dependent on the differential between
inflation rates for defensc and for GNP as a whole.




Opportuaitics and
Reasons for Incrcases

Asvcrage Yearly Pracarement of Majar \.\'cupons. 1971-80

__Average Number Per Year

Mostes T T T .
B Ea— o TTTITTUT
__MRARBMs T T g0, o
_SLBMs T T e T .
_ Strategic SAMs — ' ._ -o.son T o }
Souacccraft - T '12 i B
I O . i .
Medium bombers / - "0 T
_T:clica('(:l‘c.hl_c"u-' B ~ T
.. _Sualcgic intercepiars
Teampurts _
Hclicopters .
Combatant Ships and Submarines . . R
. 5SBNs . - —_ s _ _

_ _Auack submacines R ’ i 6 _
___Majorsurfacccombatants 6 _:_
_ Minor surfacc combatants 60 . e
Principal Land Arms —_— - R e
_.__Other armored veh e R 4,050 .

" Anilieey ) 1050

+ Includes 1976-80 only. $5-20 dcployment begun ia 1977 aficra
hiatus in MRBM and IRBN deplaymeats of mare than a decade.

in the context of preparing a five-vear plan, “large incecases™ in the
defense cffort most likely would be related to tnercases in the production
and procurcment of mifitary hardware. The record of Sovicl defensc
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Short-Term Options

Longer Term Options

speadiag between 1963 and 1980 indicittes that the procurcrcnt of new -
weapons coastituted about half of totad defense spending and was the njain
factor driving it upward. Such increases could be effected by Loth short-
term and loager erm options.

Opportunitics for immediate production increascs could well be limited by
cironic bottlenccks in the supply of componcents and materials. We know,
for example. that the Sovicts are haviag difficulty making timely deliveries
of criticul componcnts 1o mcet current production levels of strategic
missiles. Soviet attempts to achicve even madest increases icross it broud
runge of systems probably would cncounter shortfalls in supplics of critical
componcnts and matcrials

1
For the thort run, thercfore. Sovict adjustments to incrcase military
production would likely be limited 10 two courses of action:
« Modest increasces in production rutes for some sclected systems alrcady in
or about 10 begin production. This option probably would not cause a
significant increasc in the growth of defense spending.
Imiplementation of partial industrial mobilization. Thix is an extreme
mecans of increasing production of critical weapons und cquipment and is
normally reserved for emergency situaiions. Prolonged industrial mobili-
zation carrics with it scvere cconomic dislocations.

In the longer term, one way the Soviets could augment their capacity to
producc military systems would be (0 increase investment in defense
industrics. This would reduce the availability of investment resources (0
other scctors of the cconomy during the current five-year period, and it
would substantially inzrcasc produciion rates (or systens slated for
praduction during the mid-to-late 1980s. [ncreascs in production, in wura,
would drive up the growth rate of defensce spending in the latter half of (he
decade and beyond :

During the next few years, the Soviels couid begin construction of new
final assembly facilitics in addition to those which had alrcady been
\ncluded in the draft five-year plan. Simultancously, expansion of produc-
tion capacity at key componcent production facilitics could relicve chronic
bottlenccks that currently limit increased production of many military

-systems. These added new facilitics probably would begin producing during

the late 1980s.

A sccond option for the long term would be to undertake new weapons de-
velopment programs in addition to thesc alrcady in train, This would




Planaing Cantingencics

increase the number of weipon options wvailabld (o Soviet leaders in the
long term, with only minor immediate impaet on defease speading.
Development programs do not begin to consume signilicant resources until
full-scalc engincering development begins severil vears into the prograum.
Most new development progeams initiated in the 1981-83 period would not
cater production until the late 1980s or carly 1990s und would, thereflore,
not affcct the current five-ycar plan.

Plan adjustments to accommodate “lurge increases™ in defensc spending
could refleet Sovict planning against two cventualitics: an anticipated
accelerating ars competition with the West and the potential impact of
the Polish crisis on Soviet sceurity interests in Easteen Curope.

'

Recent Soviet commentary has linked together alleged Western efforts o
subvert socialism tn Poland and broader Western initiatives aimed at
weakening the USSR's strutegic position. The connection thic Soviets make
between these two issues is their pereeption of coordinated Western citorts
1o upsct a historically established baliince—in the case of Poland, the
political-nulitary balance codified by the wartime agrcements and rcaf-
firmed in'the 1975 Helsinki accord; in the casc of Westera arms programs
{such as the NATO decision (0 modernize its theater nuclear forces), the
balancc that has allegedly cvolved between Soviet medium-range misstles
and US (orward-based systems: In any cvent, in considering luiure
requirements for war in Europe, the Sovicts are likely to view any ncw
epcrational problems poscd by the modernization of NATQO's theater
nucicar forces ais only being additionally compliciited by the questions now
ratscd uabout Poland’s future roic tn Warsaw Pact plans

Events in Poland, @t @ minimum. huve caused the Sovicts to plan sgainst
the progressive weakening of @ country that has beea assigned responsibili-
tics of critical importance to the Warsaw Puct. In the event of a war in
Central Europc, Poland is responsible for forming and commanding the
northeramost front and also for supporting and sccuring the wartinmic
movement of Sovict troops and supplics through its territory. Polaad also
maintains a aclense industrial basc that not only producces u broad range of
weupons und military cquipineat for Polish forces but adso hickps cquip the
armed (orces of other members of the Warsaw Pact

To hedge against the reduced reliability of Polish forces, the Sovicts niay
be anticipating an cxpanded cole for their own forces tin Poland during the
1980s and, in this conncction, may huve decided 1o 1acrcase production of
somc hardwarc for their ground and tacucal air forces. Such increascs.
however, would likely be incremental and would have littde effect on the
growth of defensc spending




Economic and Social
Impacts

ftis unclear o what extent, if any, the Soviets would I';u:ﬂ_gr_lluf impact of
military intervention in Polund in a five-year economic pluna, AluiGugh an
intervention could be costls, the cost of un invasion would depend on the
size of the force, the tpe of militiry opecations that are coaducted., and the
intensity and durativn of Polish resistunce. Consequently. the Soviets
probably have not been able o ealeulate with any degree of certainty the
specific costs and conscquences of aa invasion i military. much less
ceononie, terms.

We believe it more likely, therefore., that adjustments to accomntodite
lurge increases in Soviet deliense activities would Le primarily directed
against a perccived accelerating arms competition with the West. The
Sovicts would probably not vicew increascs to improve their militars
vosition vis-a-vis the West ay requiring the cconomic sucrifice that
industrial mobilization ¢nuails. Tndeed, they are probably still uncertain
about the long-tcrm threat implicit in the US buildup and, in any cvent,
recognize that the United States will not be able to quickly turn around the
imbalances it now perecives. Haviag this perspective, the Sovicts would
probably pursue i combination of neur-term production increises far
sclected weapon systems and longer term incrcasses in investinent and
devclopmental activity 1o hedge against what in their view is an increising-
Iy uncertain strategic cnvironment. '

We are confident we would deteet large increases in Sovict weapons
development and production programs wcll belore such weapons became
operational with Sovict forccs.c

If the Sovicts pursucd this course, defense spending growth would probably

increasc above historical rates during the mid-to-tate 1980s and bevond.

This resolve to increase the long-term priority of defensc, however, would -
havc an impact on the Soviet cconomy in the 1981-83 period

As cconomic conditions worsen during the 1980, merely maintaining past
rates of growth in defense spending will become increasingly difficult—
both cconomically and politically—Tfor the Sovict fcadership. Simulations

“conducted on a macrocconomic modet of the Soviet cconomy by the Office

of Economic Rescarch suggest that, under the impact of labor and cacrgy
shortages and with annual defense spending increases of about 4 percent

through 1985 and slightly less afterward. Soviet GNP growth would slow
1o an average annual rate of 2 ta 3 percent through 198S und 1o less than 2
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perceat fram then through {990, The defenseshare o£ GNP, which was 12
to [4 pereent in 1980, could be a percentage point higher in 1983 and could
approach 20 percent by 1990, This would drastically reduce the ability of
the Sovict lcaders to atlocute the additional resources to investmient and
consumption that have been so important in the past in casing noliticul
tensions that arise from the competition for resources. Under these
conditions, if military outlays continucd to grow during the 1980s at
historical rates, it would veflect a conscious decision to incrcase the priority
of defense relative 1o economic growth and consumer wellure

To the extent that any plan revisions increased investment in defense
industrics, investment in some civilian scetors would suffer. Both heavy
industry and agriculiure have powerfu! patrons in the political leadership,
and the priority nceds of cnergy, machinery for industrial modernization,
and transportation could make it difficult to cut allocations in these arcas.
Conscquently. investment in such arcas as consumcer durables, services,
bousing, and machinery und equipment for the processed food and soft
gouds industries would be likely primary candidates for cutbacks, with
high-priority civilian arcas being sccondary targets. Cuts in the consumer
scctor could have two unpalatable consequences: a worsening of alrcady
poor prospects lor improving labor productivity and an increase in worker
discontent

Moscow s counting hcavily on.large gains in Libor preductivity to meet the
ceonomy’s output goals. The plan dircctives currently stiputate that 90
pereent of the growth in industry and all of the growth in agriculture must
come through increases in productivity. \Without some improvement in
consumcr wellure, chances of generating the large productivity gains
implied tn the 11th Five-Ycar Plan will be much reduced.

Labor unrest would be cven more unpalatable o the lcadership than
lagging productivity. Food shortages resulted in scattered work stoppages
last vear, and reports of strikes have surfsced agaia recently. Somic middle-
tevel party officials admit to a scnsc of isolution from the working class,
and anxicty over the Sovict workers™ mood has grown since the Folish crisis
began last vear.

The Sovict lcadership is scnsitive to the social instability that could arisc
from increusing consumncr dissatisfaction and to the impact of this
dissutisfaction on labor productivity. Given this possibility, there will be
pressurces 10 allocate a greater sharc of output 10 consumption in the 1980s
at the expense of cither investment or military spending. Scerious soctal
instability could force the Sovicts to reussess their cconomic prioritics in fa-
vor of the consumer. Shert of this, we belicve the Sovict lcadership will be




et

inclined to continuc the current mix of cosmetic concssionsr<hort-icrm
fixes. and patriotic appeals and. if necessary, adopt repressive measures (o
cnsure both the continucd growth of their defease effort and domestic
control. *-
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